CHAPTER 1
CENERAL

A Cover age

This Manual contains the procedures and instructions for the devel opnent
of conpensation prograns for foreign nationals enployed by the U S. Forces
in foreign areas.

B. Authority

1. The legal basis for setting pay for foreign national enployees is the
“Foreign Service Act of 1980" (P.L. 96-465, reference (a)). This act in part
provi des:

“Sec. 408. Local Conpensation Plans---

“(a)(l) The Secretary shall establish conpensation (including position
classification) plans for foreign national enployees of the Service, and for
United States Citizens enployed in the Service abroad who are famly nenbers
of Government enployees. To the extent consistent with the public interest,
each conpensation plan shall be based upon prevailing wage rates and conpen-
sation practices (including participation in local social security plans) for
correspondi ng types of positions in the locality of enploynent, except that
such conpensation plans shall provide for paynent of wages to those famly
menbers of Government enpl oyees who are paid in accordance with such plans at
a rate which is no less than the then applicable m ninmum wage rate specified
in section 6(a)(1) of the Fair Labor Standards Act of 1938 (29 U.S.C. 206(a)(l)).
Any conpensation plan established under this section may include provision for
| eaves of absence with pay for foreign national enployees in accordance with
prevailing. |aws and enployment practices without regard to any limtation con-
tained in section 6310 of Title 5, United States Code.

“(2) The Secretary nmay nake supplenental paynents to any civil service
annuitant Who is a former foreign national enployee of the Service (or who is
receiving an annuity as a survivor of a forner foreign national enployee of the
Service) in order to offset exchange rate |losses, if the annuity being paid such
annuitant i s based on--

“(A) A salary that was fixed in foreign currency that has appreciated
in value in ternms of the United States Dol lar; and

“(B) Service in a country in which (as determnedly the Secretary)
the average retirenent benefits being received by individuals who retired
from conpetitive |local organizations are superior to the |ocal currency val ue
of civil service annuities plus any other retirement benefits payable to
foreign national ‘enployees who retired during simlar time periods and after
conparable careers with the Governnent.

“(b) For the purpose of performng functions abroad, any agency or
IIII ot her Government establishment (including any establishment in the legislative
( or judicial branch) may adm nister enploynent prograns for its enployees who
... are foreign nationals or are family nmenbers of Covernnent enpl oyees assigned
abroad, in accordance with the applicable provisions of this Act.
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“(c) The Secretary of. State may prescribe regulations governing” the
establishment and adm nistration of |ocal conpensation plans under this section
by all agencies and other Governnent establishnments.”

2. Delegation of Authority

DoD Instruction 1400.10 (reference (b)) contains the del egations of
authority to the Secretaries of the MIlitary Departnents, the Chairmn of
the Joint Chiefs of Staff (CJCS), and the Directors of the Defense Agencies
for redelegation to Service conmands to establish salaries, fringe benefits
and rel ated conpensation matters for non-U.S. citizen enployees.

3. Limts on Authority

a. Policy. The two basic policies regarding pay fixing specified
in reference (b) apply: (1) the average pay of enployees of the U S. Forces
shal | equal the average pay of the non-U.S. Forces sector in the country
concerned; and (2) the total conpensation of enployees of the U S. Forces shall
equal the total conpensation of the non-U.S. Forces sector in the country
concer ned.

(1) Procedures in this Minual represent the preferred nethodol ogy
for wage determnation to satisfy the overall policy objectives of the Depart-
ment of Defense. If departure fromthese procedures is necessary because of
the peculiarities of |ocal situations, DoD Components with del egated authori -
ties may enpl oy whatever nethodol ogi es best achieve these policy objectives.

DoD Conponents nust denonstrate that the nethodol ogy enpl oyed achi eves the
desired result and the alternative nethodol ogy nmust receive prior approval of
the Assistant Secretary of Defense (Force Managenent and Personnel) (ASD(FM&P)).

(2) Once the decision is nade on whether the provisions of the
Manual or other provisions devel oped by the DoD Conponent and approved by the
ASD(FM&P) for the country concerned apply, prior approval for deviations nust
be obtained fromthe ASD(FM&P). Such requests should be processed through
channel s and should include a conplete analysis of all factors bearing on the
request.

b. Oher Limts

(1) Unresolved differences relating to salaries, wages, fringe
benefits and rel ated conpensation matters shall be referred by the cognizant
commander in chief to the ASD(FM&P).

(2) Situations which, in the view of Service conponent conmands,
warrant deviation from prevailing practice, sonetinmes referred to as public
interest determnations, shall be referred by the cognizant commander in chief
to the ASD(FM&P).

(3) The total annual pay for an enployee established under the
del egated authorities may not be nore than the maxi mum payable rate for
Ceneral Schedul e (GS)-18.
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C. NMnitorship

The DoD Wage Fixing Authority Technical Staff, as the designated agent for
the DoD Wage Fixing Authority, nmonitors the foreign national conpensation
program In carrying out this function, the technical staff reviews survey
reports submtted (see Chapter 7) and conducts periodic evaluations of country
conpensation plans.
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